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Whatever you do, do it Well
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550 17th Street N.W.
Washington, D.C. 20429

Dear Vice Chairman Gruenberg:

I am writing to ask the FDIC to deny the application by Wal-Mart Stores, Inc., for
Federal deposit insurance for a Utah industrial bank.

Granting Wal-Mart an industrial bank charter would violate long-standing U.S. policy,
most recently reaffirmed in the Gramm-Leach-Bliley Act of 1999, of maintaining the
separation of banking and commerce. Can you imagine the concentration of power if
Wal-Mart has the ability to play in the banking and retail arena at the same time? Just
think of the billions of dollars of credit card and check and electronic payments that
would flow thru Wal-Mart Bank. Think of the power they would have over their
vendors. Imagine Wal-Mart calling national food and drug, sporting goods, and
electronics chains and offering them shelf space discounts if they bank with Wal-Mart
Bank. Imagine how the FDIC would regulate such activity. Imagine that this activity
would occur without the kind of regulatory supervision customary to banks that are
regulated by the Federal Reserve.

Think about the “too big to fail” phenomena. What would happen if Wal-Mart Bank
became troubled? Is the FDIC prepared to deal with such an event? Does the FDIC have
the examination resources to monitor and prevent such an event? Given the massive
scope of Wal-Mart, is it possible to regulate such a giant?

As an ILC, Wal-Mart will not fall under the supervisory scope of the Federal Reserve.
Does the FDIC want the burden of regulating a company it is unable to audit? How
could the FDIC Board put itself in such a high risk position?

Finally given the nature of “systematic risk,” how will the FDIC establish capital
standards for Wal-Mart Bank? How will the Basel Accords apply to Wal-Mart Bank?
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I recommend you prevent Wal-Mart from becoming an ILC and seek to maintain the
separation of banking and commerce. That simple principle has worked for over 66
years. I recommend you do not grant Wal-Mart’s application for FDIC insurance. The
risks significantly exceed the potential benefits.

ichael S. Menzies




